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ELEVENTH ANNUAL REPORT OF THE BOARD OF
TRUSTEES OF THE FEDERAL OLD-AGE AND SUR-
VIVORS INSURANCE TRUST FUND

INTRODUCTORY STATEMENT

The Federal old-age and survivors insurance trust fund was estab-
lished on January 1, 1940, under the provisions of section 201 of
the Social Security Act, as amended. The fund is held by the Board
of Trustees comprised of three ex officio members: the Secretary of
the Treasury, who is also the managing trustee; the Secretary of
Labor; and the Federal Security Administrator. Under the Social
Security Act Amendments of 1950 the Commissioner for Social Secu-
rity serves as secretary of the Board of Trustees. This report is sub-
mitted jointly by the three trustees.

As required by law, the report describes the operations of the trust
fund during the fiscal year ended June 30, 1950, the expected receipts
and disbursements during the five fiscal years following that date,
and the long-range actuarial status of the fund. It also discusses
the far-reaching effects of the 1950 amendments on the future opera-
tions of the trust fund.

Because the 1950 amendments were enacted after the close of the
fiscal year reviewed in this report, the operations of the trust fund
during the year reflect revenues and outlays for the contribution,
coverage, and benefit structure of.the program as provided by the
Social Security Act before these amendments. As provided by amend-
ments enacted in 1947, however, the contribution rates for employers
and employees rose from 1.0 percent to 1.5 percent each on January 1,
1950—in the middle of the fiscal year under review. For this reason,
and also because of a change to a method of collecting contributions
on & more current basis, receipts for the last half of the fiscal year
were almost 50 percent higher than those for the first half.

Although employment and earnings in fiscal year 1950 showed only
slight changes from the 1949 levels on an over-all yearly basis, the
economic trends ran opposite in the two fiscal years. Fiscal year
1949 started at the highest level of economic activity in the country’s
peacetime history, but both employment and payrolls dropped during
the year. On the other hand, employment and earnings rose during
fiscal 1050, and by June 1950 the economy was operating at peak
levels. For the years as a whole, total civilian employment in fiscal
year 1950 averaged_59.0 million, or only slightly below the all-time
peak of 59.2 million reached in 1949. Average civilian employment in
the last 6 months of fiscal year 1950 was slightly higher than the
corresponding average for fiscal year 1949, and average nonagricul-
tural employment for the 12 months of fiscal 1950 was about one-half
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of 1 percent higher than in 1949. Unemployment, which averaged
2.6 million in 1949, averaged 3.7 million in fiscal year 1950 but the
number unemployed was decreasing fairly rapidly toward the end of
the year.

Payrolls in civilian employment totaled $131.5 billion in fiscal year
1950, about $0.6 billion below the previous all-time peak reached in
1949. In the second half of fiscal 1950, civilian payrolls were higher
than in the corresponding 6 months of the preceding year by about
$1.6 billion. The total of wages taxable under old-age and survivors
insurance, amounting to $83.8 billion in fiscal year 1950, was less than
1 percent below the all-time high reached in fiscal year 1949. The
number of workers receiving wage credits under old-age and survivors
insurance averaged close to 38 million per quarter in 1950, a decrease
of about 2 percent from fiscal year 1949.

These economic conditions directly affected both the receipts and
disbursements of the trust fund in fiscal year 1950. Nevertheless,
appropriations to the trust fund increased to an all-time high of $2.1
billion, or 25 percent above 1949, as a result of the higher contribution
rate that became effective on January 1, 1950, and a change to a
method of collecting contributions on a more current basis. Benefit
payments rose at a somewhat slower rate than revenues—by about
one-fifth—to a total of $727,266,000. The total number of monthly
beneficiaries in June 1950 was 2,930,000, or 15 percent more than in
June 1949. Retirement beneficiaries (including entitled wives and
children of primary beneficiaries) numbered 1,839,000 in June 1950,
or 17 percent more than 1 year earlier. There were 1,091,000 survivor
beneficiaries in June 1950, or 11 percent more than in June 1949.
During the fiscal year the trust fund received interest of $256,778,000,
and increased its assets to a total of $12,892,612,000.

Hostilities in Korea began so late in the fiscal year under review
that their economic consequences were not yet reflected in trust fund
operations. These military activities and the defense preparations,
however, will have far-reaching effects on the operations of the trust
fund, both short-range and long-range. These effects resulting, for
example, from higher money earnings in covered employment, in-
creased employment of women, and the deferred retirement of older
workers, cannot be fully appraised at this time, but as far as possible
they are tacen into account in this report. The report also takes full
cognizance of the important changes in coverage, eligibility, and bene-
fit amounts resulting from t1e enactment of the 1950 amendments, as
well as the new contribution schedule under these amendments and
the special provisions for veterans.

It is diflicult to foresee economic developments over the next 5
vears, and therefore the assumptions on which the Board has based
its estimates of the expected operations of the trust fund during
this period are subject to many uncertainties. In many respects
developments over the much longer period covered by the discussion
of the actuarial status of the trust fund are even more uncertain.
The detailed report that follows, therefore, should be read with full
recognition of the difficulties of estimating future trust fund income
and disbursements under constantly shifting economic conditions.
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SOCIAL SECURITY ACT AMENDMENTS OF 1950

The 1950 amendments to the Social Security Act (Public Law 734,
81st Cong.), which represented the first major legislative changes in
the old-age and survivors insurance program since enactment of the
1939 amendments, became law shortly after the close of the fiscal
year ending June 30, 1950. These changes in the law will have far-
reaching effects on the level and incidence of income and disburse-
ments of the trust fund both in the immediate and long-term future.
Coverage was extended to a number of classes of employees as well as
to most nonagricultural self-employed persons hitherto excluded.
The requirements necessary to qualify for receipt of benefits were
relaxed greatly. Benefit amounts payable to present and future
beneficiaries were increased substantially. The schedule of contri-
bution rates was revised to yield larger amounts of future contribution
income with a view not only to meeting the higher benefit outlays of
the liberalized program but also to making the system self-supporting.

The more important changes significant from an actuarial standpoint
will now be presented in greater detail.

1. Coverage was extended compulsorily to nearly 8 million addi-
tional persons, including regularly employed domestic and farm
workers; Federal employees not covered under the civil-service retire-
ment program; the nonfarm self-employed other than doctors, lawyers,
engineers, and members of certain other professional groups; workers
and the self-employed in Puerto Rico and the Virgin Islands; and a
few other small occupational classes. In addition, two categories of
wage earners were given the opportunity to be covered on a voluntary
basis—employees of nonprofit institutions and employees of State
and local governments who are not under retirement systems. Assum-
ing that virtually all employees eligible for coverage on a voluntary
basis elect such coverage, about 75 percent of the gainfully employed
in this country will be covered by the old-age and survivors insurance
program. Table 1 presents estimates of the number of persons in the
newly covered groups.

TaBLE 1.— Estimated coverage under the 1950 amendments

Category Number covered !
Total covered - o oo e e e 44, 800, 000
FOTIEr COVETAZe - - - oo o cm—cmmmmmmmmmc———mcmmmme e m—emm—— 35, 000, 000
Increase under compulsory Coverage. . . cmvowommmeccccccmocmaoan 7, 750, 000
Nonfarm self-employed .. oo ea e emcaaea 4, 700, 000
Agricultural workers:
Borderline employment __ e ee e 200, 000
Regularly employed on farms . . .o 650, 000
Domestic WOrKers - - - e e e — e mm e 1, 000, 000
Federal civilian employees not under retirement system._.__. 250, 000
Employees outside the United States. ... _coocuoo-o 150, 000
Emplovment in Puerto Rico and Virgin Islands. - 400, 000
New definition of “employee’ e ccmeee e 400, 000
Increase under vOluntary COVerage o maewo o cocccmmammma e eamm - 2, 050, 000
Employees of nonprofit organizations. _ - ccceomooonun 600, 000
Employees of State and local governments. oo ooomvuoooenn 1, 450, 000

1 Represents average number of persons covered during a week.
1 Excludes a relatively small number of transit workers who are compulsorily covered.



4 FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

2. Benefits will henceforth be paid in circumstances in which no
benefits would formerly have been paid.

(@) The requirements for fully insured status were liberalized by
introducing a new starting date for determining such status. This
“new start’’ enables many persons at least 65 years of age who did not
meet the former requirements to become 1mmediately eligible to
receive retirement benefits. It also removes the disadvantage the
newly covered groups would otherwise have faced in acquiring
eligibility.

(b) Provisions defining dependency were modified to permit the
payment of benefits to all unmarried children under 18 years of age
whose mothers were currently insured at time of death.

(¢) Several new benefits for dependents and survivors of insured
persons were added. Benefits equal to 50 percent of the primary
insurance amount are payable to a wife, under 65 years of age, of an
old-age (primary) beneficiary as long as she has in her care a child
entitled to benefits on her husband’s earnings. In certain instances
benefits are payable to the dependent husband, aged 65 or over, of a
retired female beneficiary, and also to the aged surviving dependent
widower of a deceased woman worker. Husband’s and widower’s
benefits are equal to 50 and 75 percent, respectively, of the primary
insurance amount.

(d) The provisions governing the withholding of benefits because
of work in covered employment were liberalized. Iligible persons
at least 75 years of age can receive benefits regardless of the amount
of their earnings in covered employment. Those under 75 years
of age may earn as much as $50 a month in covered employment and
still reccive benefits.

(¢) Lump-sum death benefits will be paid even though monthly
benefits would be payable to survivors for the month in which the
wage earner died.

(f) Monthly benefits will be paid retroactively for a period up to
6 months prior to the month in which an application was filed pro-
vided the bencficiary was eligible therefor.

3. Larger benefits will be paid to future beneficiaries as well as to
persons on the rolls.

(¢) The maximum smount of annual taxable earnings was raised
to $3,600.

(0) For persons having at least 6 quarters of coverage after 1950,
the average monthly wage may be calculated over all years after 1036
or after 1950, whichever vields the larger primary insurance amount,
except that in the case of individuals born after 1928, the 1950 starting
date must be used.

(¢) For persons whose average monthly wage is calculated on the
basis of wages and self-employment income after 1950, the monthly
primary insurance amount will be 50 percent of the first $100 of
average monthly wage, plus 15 percent of the next $200. The mini-
mum primary Insurance amount ranges from $25 for persons with
average monthly wages between $35 and $50, down to $20 for persons
with average monthly wages below $31.
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(d) For persons already on the beneficiary rolls, benefits were in-
creased by means of a conversion table contained in the new amend-
ments. This table increased primary insurance benefits by 77} per-
cent, on the average, with a range of 100 percent for the smallest
benefit to 50 percent for the largest benefit. Where the wage earner
lacks 6 quarters of coverage after 1950, benefits to future beneficiaries
will be based on an average monthly wage computed over all years
after 1936. In all cases where the average monthly wage is computed
over all years after 1936, including cases referred to in subparagraph
() above, the old benefit formula will be used, except that no 1
percent increment will be included for years after 1950. The amounts
so computed are then increased by means of the conversion table.

(e) Parent’s benefits were increased to 75 percent of the primary
insurance amount. Child-survivor benefits were increased to the sum
of (1) 50 percent of the primary insurance amount, and (2) 25 percent
of the primary insurance amount, divided equally among all child
beneficiaries in the family. The amount of the lump-sum death pay-
ment was changed to three times the primary insurance amount.

(f) The maximum monthly amount of family benefits payable with
respect to one wage record is the smaller of $150 or 80 percent of the
average monthly wage, provided that the latter limit may not reduce
benefits below $40.

4, Wage credits of $160 a month are given to persons for each
month of service in World War II, unless benefits (other than ordinary
veteran’s benefits) based on such service are payable by another
Federal retirement system. No provision is made to reimburse the
trust fund from the general funds of the Treasury for the additional
costs arising from.such wage credits. Accordingly these additional
costs will be borne by the trust fund.

The survivorship protection provided to certain World War II
veterans by the Social Security Act Amendments of 1946 has been
continued by the present amendments. However, the additional
costs of these benefits which formerly were met from general funds will,
effective September 1, 1950, be borne by the trust fund.

5. Contribution rates for employees and employers will be 1%
percent each on taxable wages for calendar years 1951-53; 2 percent
each for calendar years 1954-59; 2} percent each for calendar years
1960-64; 3 percent each for calendar years 1965-69; and 3}; percent
each thereafter. The contribution rates on self-employment income
are equal to one and one-half times the corresponding employee
rates.

The provision which was added to the Social Security Act in 1943
authorizing appropriations to the trust fund from general revenues
was eliminated.

Table 2 presents, on & level premium basis, an estimate of the
increases in cost, expressed as a percent of payroll, arising from the
major changes in the program.

.

852090—51—2
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TapLe 2.— Estimated level-premium costs as percenl of payroll by specified change in

law!
ZLevel-
premium
cost

Ttem (percent)
Cost of benefits under 0ld JaW e a o e oo oo eemee e n 4. 50

Effect of changes:
Benefit formula_ . o oo e e cmmmmm e mme e e e mmmm e +1. 60
New benefit percentages 2 e e e e +3.75
New average monthly wage basis - oo oo --. 05
Reduction in inerement _ . . o oo oo oo e e —2.00
Increase in wage base - oo e -—. 20
Liberalized eligibility conditions_ oo e -+.10
Liberalized work elause . o - aicm i mmmmm— e —cem e -+.15
Revised lump-sum death payment_ o e oo —. 05
Additional dependents’ benefits 3 .o +4-.15
Extension of COVerage - o e mmmmemme e meic e emm— e —. 35
Cost of benefits under amendments _ . - coccmmcmmmaacccemaeiaeon 6. 10
Administrative CostS . oo oo e mmrmemmmccc—mmm————— +.15
Interest on trust fund at end of 1950 v oo e eea e —. 20
Net level-premium cost under amendments . «ocoeeoccmmcacmemmmameen 6. 05

Source: Actuarial Cost Estimates for the Old-Age and Survivors Insurance System as Modified by the
Social Seeurity Act Amendments of 1950, prepared for the use of the Committee on Ways and Means by
Robert J. Myers, actuary to the committee, dated July 27, 1950.

1 Figures relate only to benefit payments after 1950 and represent an intermediate estimate that is subject
to a significant range because of the possible variation in the cost factors involved in the future. Computa-
tions are based on a compound interest rate of 2 percent per annum. The order in which these various
c%langei are considered in this table affects the amount of the increase in cost to be attributed to a specific
element. :

3 Includes effect of minimum and maximum benefit provisions.

2 Tncludes higher rate for the first survivor child and for parents, more liberal eligibility conditions for
determining child dependency on married women workers, wife's benefits for wives under age 65 with chil-
dren, and husband’s and widower’s benefits.

NATURE OF THE TRUST FUND

Amounts accumulated under the old-age and survivors insurance
program are held in the Federal old-age and survivors insurance trust
fund, and financial operations under the program are handled through
this fund. The primary source of the fund’s receipts is amounts
appropriated to or deposited in it under permanent appropriation
on the basis of contributions paid by workers and their employers,
and by individuals with self-employment income, in employments
covered by the old-age and survivors insurance program. All em-

loyees and their employers in employments covered by the Federal

nsurance Contributions Act or under State agreements made pur-

suant to section 218 of the Social Security Act, as amended, are
required to pay contributions with respect to the wages of individual
workers. All individuals with self-employment income covered by
subchapter E of chapter 1 of the Internal Revenue Code are required
to pay contributions with respect to their self-employment income.
Wages or self-employment income, or their combined sum, in excess
of $3,600 in any one year are disregarded in computing the amount
of an individual’s contributions.

Except for amounts received by the Secretary of the Treasury
under State agreements, all contributions are collected by the Bureau
of Internal Revenue and are paid into the Treasury as internal-
revenue collections. Sums equivalent to 100 percent of the contribu-
tions paid to or deposited into the Treasury are trapsferred to the
trust fund from time to time on the basis of estimates made by the
Secretary of the Treasury. Proper adjustments are made periodically
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to the extent that the estimates are subsequently found to 'differ
from the actual amounts of contributions payable.

Although the Social Security Act of 1935 fixed the contribution rates
for employees and their employers at 1 percent each on taxable wages
for the calendar years 1937-39 and provided for higher rates thereafter,
subsequent acts of Congress extended the 1-percent rates through
calendar year 1949. On January 1, 1950, the rates rose to 114 percent
each for employees and employers, in accordance with the provisions
of the Social Security Act Amendments of 1947. The Social Security
Act Amendments of 1950 provide that these 13}%-percent rates shall
remain in effect through calendar year 1953, and that the rates shall
rise to 2 percent each on January 1, 1954, to 21 percent each on
January 1, 1960, to 3 percent each on January 1, 1965, and to 31 per-
cent each on January 1, 1970. Beginning January 1, 1951—the effec-
tive date of extension of coverage to self-employed persons—the rates
of tax on self-employment income are equal to one and one-half times
the corresponding employee rates.

The second source from which receipts of the trust fund are derived
is interest received on investments held by the fund. The investment
procedures of the fund are described later in this section.

The Social Security Act Amendments of 1946 added section 210 to
the Social Security Act. This section provided survivorship protec-
tion to certain World War 11 veterans for a period of 3 years following
their discharge from the Armed Forces. Section 210 (d) authorized
Federal appropriations to reimburse the Federal old-age and survivors
insurance trust fund for such sums as were withdrawn to meet the
additional cost (including administrative expenses) of the payments to
survivors of World War II veterans under this section. Under the
Social Security Act Amendments of 1950 this survivorship protection
was continued, but the resulting additional cost was to be met from the
trust fund beginning September 1, 1950.

Public Law 642, enacted June 14, 1948, which amended the defini-
tion of the term ‘“‘employee” as used in the Social Security Act,
resulted in the exclusion from coverage of certain services previously
held covered under title II of the act. While the amended definition
was made retroactive to August 14, 1935, certain wage credits estab-
lished under the former definition will remain credited to the individ-
ual’s account. The law authorizes an appropriation to the trust fund
from general revenues equal to the estimated total amount of benefits
paid and to be paid under title II of the Social Security Act that would
not have been paid had the amended definition been in effect beginning
August 14, 1935.

Expenditures for benefit payments and administrative expenses
under the old-age and survivors insurance program are paid out of the
trust fund. These expenditures for the fiscal year ended 1946 and
previous years sincluded such reimbursements t0 the Treasury for
administrative expenscs incurred under the program as were authorized
by section 201 (f) of the act. Successive acts of Congress have modified
the procedures in accounting for these expenses. Thus, during fiscal
years 1947 and 1948 progressively increasing portions of the program’s
administrative expenses incurred by the Federal Soecurity Agency
were charged directly to the trust fund and not reimbursed from the
fund as they had been in the preceding fiscal years. Beginning with
fiscal year 1949, all expenses incurred by all offices of the Federal
‘Security Agency in carrying out the provisions of title 1I of the Social
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Security Act, as amended, are charged directly to the trust fund.
Under the President’s Reorganization Plan No. 2, effective July 16
1946, the Federal Security Administrator certifies benefit payments
to the managing trustee, who makes the payments from the trust fund
in accordance therewith. Prior to July 16, 1946, certifications for
payments were made by the Social Security Board. Payments are
made from an uninvested balance held in the fund to the account of
the disbursing officer of the Treasury,

With respect to wages paid prior to 1951, refunds to employees
who worked for more than one employer during the course of a Yyear
and paid contributions on such wages in excess of the statutory maxi-
mum, were made from general revenues. With respect to wages
paid after December 31, 1950, these refunds will be paid from the
Treasury account for refunding internal revenue collections. The
Social Sceurity Act Amendments of 1950 direct the managing trustee
to pay from time to time from the trust fund into the Treasury as
repayments to the account for refunding internal revenue collections
the amount estimated by him to be contributions which are subject
to refund with respect to wages paid after December 31, 1950.

The managing trustee invests that portion of the trust fund which,
in his judgment, is not required to meet current expenditures for
benefits or administration. The Social Security Act restricts per-
missible investments of the trust fund to interest-bearing obligations
of the United States Government or to obligations guaranteed as to
both principal and interest by the United States. Regular obligations
of these types may be acquired on original issue at par or by purchase
of outstanding obligations at their market price. In addition, the
Social Security Act authorizes the issuance of special obligations
exclusively to the trust fund. Such special obligations are required
to bear interest at a rate equal to the average rate of interest, com-
puted as of the end of the calendar month next preceding the date of
their issue, borne by all interest-bearing obligations of the United
States forming a part of the public debt (where such average rate is
not a multiple of one-eighth of 1 percent, the rate of interest on such
special obligations is required to be the multiple of one-eighth of
1 percent next lower than such average rate). ; :

Interest on regular obligations held by the trust fund is received
by the fund at the time the interest becomes payable on the particular
series held. Interest on special obligations is received semiannually
on June 30 and December 31. Regular obligations acquired by the
fund may be sold at any time by the managing trustee at their market
price. Special obligations may be redeemed at par plus accrued
interest. Interest receipts and procceds from the sale or redemption
of obligations held in the trust fund are available for investment in
the same manner as other receipts of the fund.

Interest earned by the invested assets of the trust fund will pro-
vide income to meet a portion of the benefit disbursements, which
are expected to increase markedly over a long period. Such a sub-
stantial increase is anticipated both because the number of persons
aged 65 and over will be increasing for many decades, and because
an increasing proportion of such aged persons will be qualifying for
benefits under the old-age and survivors insurance system.

On June 30, 1950, there were about 12,400,000 persons aged 65
and over, a number equivalent to 8 percent of the total population,
It is estimated that by the end of 50 years the number of persons
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aged 65 and over may be 1% to 2% times as large as on June 30, 1950,
and represent from 10 to 16 percent of the population. The effect on
the finances of the old-age and survivors insurance system of this
expected change in the number of aged persons will be even greater
than may at first appear because, compared with the present situation,
a much larger proportion of aged persons 50 years hence is expected
to be eligible to receive benefits under the program. The future
financial soundness of this systemn, with its rising rate of disbursements,
is of the utmost importance to the millions of persons who are already
within its scope and to the Nation as a whole.
The trust fund, furthermore, serves in part as a reserve against
short-run fluctuations in total contribution and benefit amounts, pro-
-viding a margin of safety against relatively short-term contingencies
to insure the payment of benefits without sharp changes in rates paid
by contributors. These rescrves will provide additional resources
against a sudden increase in total benefit amounts or a sharp decline
mn contributions, both of which could occur simultaneously during any
reversal in business activity.

SUMMARY OF OPERATIONS OF TRUST FUND, FISCAL YEAR 1950

A statement of the income and disbursements of the Federal old-age
and survivors insurance trust fund in the fiscal year which began on
July 1, 1949, and ended on June 30, 1950, and of the assets of the fund
at the beginning and end of the fiscal year, is presented in table 3.

TaBLE 3.—Slatement of operations of the Federal old-age and survivors insurance
trust fund during the fiscal year 1950 1

Total assets of the trust fund, June 80, 1949. . _.__...._..______._______..___ $11, 309, 949, 287. 58
Receipts, fiscal year 1950; .
Appropriations equivalent to contributions collected. . _ --- $2,106, 387, 805. 50
Transfers from general fund. _.__________________ 7" - 3. 604, 000. 00
Intcrest and protits on investments . 256, 778, 439. 42

Total receiPts .. o 2, 366, 770, 244. 92
Disbursements, fiscal year 1950:
Benefit payments __________ ... ... _____ 727, 266, 479. 24
Administrative expenses__.......__._____ . TTTTTTTTTTT 56, 841, 237. 61
Total disbursements__..._ - - - 784,107, 716. 85

1, 582, 662, 528. 07

Net addition to trust fund._..___......_..__ - [
—_—
Total assets of the trust fund, June 80, 1950_ .. .._._.________._________ . 12, 892, 611, 815. 65

1 On the basis of the Daily Statement of the U, 8. Treasury.

The total receipts of the trust fund during the fiscal year 1950
amounted to $2,366.8 million. Of this total, $2,106.4 million repre- -
sented the sum of the amounts equal to contributions received under
the Federal Insurance Contributions Act and covered into the Treas-
ury, which were appropriated to the trust fund during the year under
the continuing appropriation in section 201 (a) of the Social Security
Act, as amended. The total amount appropriated represented a 25-
percent increase over appropriations in the preceding fiscal year.
This large increase resulted from the combined influence of collecting
a substantial proportion of contributions monthly rather than quar-
terly (a method instituted in January 1950) and the increase in the
contribution rate. The additional $260.4 million of receipts con-
sisted of $256.8 million of interest and profits on investments of the
fund and $3.6 million transferred from general funds of the Treasury
in accordance with section 210 (d) of the Social Security Act, as
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amended in 1946 and in effect prior to the enactment of the Social
Security Act Amendments of 1950.

Disbursements from the trust fund during the fiscal year 1950
totaled $784.1 million, of which $727.3 million consisted of benefit
payments, and $56.8 million for administrative expenses of the
insurance program. The total amount of benefits paid during the
fiscal year exceeded benefits paid in the fiscal year 1949 by 20 percent,
the increase reflecting primarily the larger number of persons drawing
benefits. A summary of receipts and disbursements of the old-age
and survivors insurance trust fund during each of the 10 years from
July 1, 1940, through June 30, 1950, is presented in table 4.

The ratio of administrative expenditures of the fund to contribu-
tions collected and benefits paid is shown in table 5. .

TasLe 4.—Operations of the old-age and survivors insurance trust fund by specified
period, Jan. 1, 1940, to June 30, 1950

{In millions]

Fiscal year ended in—

10401 | 1941 | 1942 | 1943 | 1944 1945 | 1946 | 1947 | 1648 1949 | 1950

Receipts:
Appropriations equivalent
to contributions collected. 281, vos| $688| $896:51, 130|381, 202 $1, 310/$1, 238!$1, 459 %1, 616[$1, 690|$2, 106
Transfers from  general ®

fund 3. . cccmmemmmamam 1 3 4
Interest on investments. 56! 71 871 102 124 148| 163 191| 5230 257

744  967| 1,218| 1,395 1, 434| 1,386| 1,623{ 1,807 1,924| 2,367

Total receipts #oecacaaven-

Disbursements:
Benefit payments-..-- e4l 110 149 185 240 321l 426] 512|607} 727
Administrative expens 27 27 27 7331 327 37 41 47 53 57
Total disbursements S 22 91 137 177‘ 217[ 267 358 466‘ 559] 661 784
Total assets at end of
period. . caceeemmmemanas 1,745 2, 398| 3,227 4,268| 5,446 6,613 7,641] 8, 798(10, 047 11, 310(12, 893

1 January-June 1840, fund having been established in place of old-age reserve account on Jan. 1, 1940.

2 Represents assets {ransferred {rom old-age reserve account on Jan. 1, 1940. Appropriations equivalent
to contributions collected became effective July 1, 1940; appropriations authorized under sec. 201 (a) of the
Social Security Act of 1935 were made prior to Jan. 1, 1940.

3 To meet the additional costs of benefits to survivors of certain World War II veterans as defined in title
I of the Social Security A ct Amendments of 1946.

4+ Less than $0.5 million.
s Includes profits on marketable investments amounting to $138,668 in fiscal year 1949, and $8,934 in fiscal

year 1950.

s Totals do not necessarily represent the sum of rounded components.

7 Includes some reimbursements applicable to outlays in other fiscal years.
+ Adjusted for overreimbursements in prior years.

- TapLe 5.—Relationship of administrative charges against old-age and survivors
insurance trust fund to old-age and SUTvivors Insurance contributions and benefit

payments

Administrative charges Administrative charges
against the OASI against the
trust fund as a per- trust fund as a per-
centage of— centage of—
Fiscal year Fiscal year
OASI con- OASI con-
tributions Beneﬁtt tributions Beneflt
collected | PRYmemis collected | payments
3.9 41.7 3.0 1.7
3.0 24.3 2.8 9,6
2.4 18.4 2.9 9.3
2.5 17.7 3.2 8.8
2.1 1.2 2.7 7.8
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The distribution of benefit payments in fiscal years 1949 and 1950
by type of benefit is shown in table 6. Approximately 75 percent of
the total benefit payments from the fund in the fiscal year 1950 were
accounted for by monthly benefits to persons aged 65 or over—retired
wage earners and their wives, and aged widows and parents of deceased
wage earners. Approximately 20 percent of the 1950 benefit payments
represented monthly benefits on behalf of children of deceased or re-
tired workers and payments to widows—practically all of them under
age 65—who had children of deceased wage earners in their care. The
balance of the benefits paid in the fiscal year 1950 consisted almost
entirely of lump-sum amounts in cases where no survivor of an insured
wage earner dying after 1939 was immediately entitled to monthly
benefits. :

The total of $727.3 million paid in benefits during fiscal year 1950
includes $2.8 million for additional monthly benefits and $0.2 million
for additional lump sums paid under section 210 to survivors of certain
deceased World War 11 veterans. Under the provisions of the Social
Security Act Amendments of 1946, the trust fund will be reimbursed
for these payments to the survivors of veterans.

At the end of the fiscal year 1950, approximately 2.9 million persons
in 2.1 million familics were receiving monthly benefits at an annual
rate of $728 million. At the end of the preceding fiscal year, the
monthly benefit rolls included 2.6 million persons in about 1.8 million
families to whom monthly benefits were being paid at an annual rate
of $618 million. The average monthly benefit in current payment
status for different types of family groups as of June 30, 1950, was as
follows: Retired male worker only, $26.80; retired worker and wife,
$41.90; retired female worker only, $20.80; widow (aged 65 and over)
only, $20.90; widowed mother and one child, $36.70; widowed mother
and two children, $50.70; and widowed mother and three or more
children, $54.50.

TaBLE 6.— Estimated distribution of Treasury disbursemenis for benefit payments
under the old-age and survivors insurance program, by lype of benefit, fiscal year

1949 and 1950
[In millions]

1949 1950
Type of beneflt
Percent Percent
Amount | rtoca] Amount | o
Total_. 1$607.0 100 | t$727.3 100
Monthly benefits... 574.8 95 693.3 295
Primary (retired wage earners 65 or 0Ver) .........« 333.0 66 412.6 57
Wife’s (wives 65 or over of primary benefici . 53.8 9 66. 1 9
‘Widow’s (widows 65 or over of wage earners)._......_ 53.6 9 67.0 9
Parent’s (parents 65 or over of deceased wage earners) 2.1 (V) 2,3 (V]
Child’s (dependents of retired wage earners)..... 4.0 1 5.1 1
Child’s (dependents of deceased wage carners)... 90.6 15 99.8 14
Widow'’s current (widows of wage earners with ¢
ficiary) 37.8 8 40.4 6
Lump-sum benefits (no survivor of deceased wage earner imme-
diately entitled to month.y benefits or wagc carner died
before 1940). - 32,2 5 34.0 5

! Includes additional benefits of $3.6 million for fiscal year 1949 and $3 million for fiscal year 1950 paid
under sec. 210 to survivors of certain deceased World War il veterans. Amount is reimbursable to trust
iu::% tx;glmdthe gexzeral fund of the Treasury.

0 oes not represent the sum of rounded component.

3 Less than 0.5 percent. pone
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The total assets of the old-age and survivors insurance trust fund
amounted to $11,310 million on June 30, 1949. These assets increased
to $12,893 million by the end of the fiscal year 1950, as the result of an
excess of receipts over disbursements amounting to $1,583 million
during the fiscal year. Table 7 shows a comparison of the total assets
of the trust fund and their distribution at the end of the fiscal years
1949 and 1950. The assets of the fund at the end of the fiseal year
1950 consisted of $12,645 million in the form of obligations of the
United States Government, $168 million to the credit of the fund -
account, and $80 million to the credit of the disbursing officer.

The Government obligations held in the trust fund consist of special
certificates issued directly to the fund and marketable bonds. The
asset value of the special certificates is their par value. The asset
value of the marketable bonds, as carried on the books of the Treasury
Department prior to December 1949, was the principal cost—gross
purchase price less amount paid for accrued interest—at the time of
acquisition. Beginning with December 1949, the asset value of these
marketable bonds, as carried on the books of the Treasury Depart-
ment, is the book value—par value plus unamortized  premium
outstanding.

TABLE 7.—Assels of Federal old-age and survivors insurance trust fund, by type,
at end of fiscal years 1949 and 19501

June 30, 1949 June 30, 1950
Par value | Principal cost ? Par value Book value $
Investments: .
Treasury bonds (public issues):

214-percent bonds of 1959-62. .. $4, 205, 000] $4, 222, 974. 87 $4, 205, 000 $4, 219, 194. 57
214-percent bonds of 1962-67_... 58, 650, 000 58, 909, 070. 33 58, 650, 000: 58, 864, 403. 03
215-percent bonds of 1963-68___ 118, 480, 000 116, 777, 993. 79 116, 480, 000 116, 732. 963, 71
2V5-percent bonds of 1964-69___ 83, 654, 000 84, 116, 525. 45 83, 654, 000 84, 050, 487. 57
214-percent bonds of 1965~70___ 455, 447, 500 456, 043, 647. 54 455, 447, 500 455, 978, 142, 53
214-percent bonds of 1966-71___ 303, 677, 500 305, 848, 805, 58 305, 677, 500 305, 829, 771. 62
214-percent bonds of 1967-72.._| 1, 197, 023, 250|41, 201, 751, 208. 25 1,197,023, 250| 1, 201, 147, 658. 48

Total Treasury bonds....... 2, 221, 137, 250¢ 2, 227, 670, 225. 81 2,221, 137, 250| 2, 226, 822, 621. 51

Special issues:
Certificates of indebtedness:
2%4-percent certificates:
Maturing June 30, 1950__._| 9, 003, 000, 000| 9, 003, 000,000.00|.________________ | __._ [

Maturing June 30, 1951 ____|_ ... _____ ... .. 10, 418, 000, 000|10, 418, 000, 000. 00
Total special issues.._... 9, 003, 000, 000! 9, 003, 000, 000. 00 10, 418, 000, 00010, 418, 000, 000. 00
Total investments....... 11, 224, 137, 25011, 230, 670, 225. 81 12, 639, 137, 250{12, 644, 822, 621. 51

Uninvested balances:
To eredit of fund account._....__..
To credit of disbursing officer.._.

167, 861, 442, 30
79,927, 751. 84

12, 409, 429.90
. 66,369, 631. 87

T0tal ASSetS -« o vmeercemomoooa} oo 11, 309, 949, 287, 58| ... _|12, 892, 611, 815. 65

1 On basis of Daily Statement of the United States Treasury.
3 Gross purchase price less amount paid for acerued interest.

3 Par value plus unamortized premium outstanding.
¢ Includes $6,756.42 accrued interest paid on investments.

In accordance with the provisions of section 201 (¢) of the Social
Security Act, as amended, the managing trustee invested during fiscal
year 1950 that portion of the assets of the trust fund which, in his
judgment, was not required to meet current withdrawals. This section
provides that direct obligations of the United States Government as
well as obligations guaranteed as to both principal and interest by the
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United States may be acquired through purchase of outstanding
obligations in the open market or on original issue at par. Prior to
fiscal year 1948, investments made for the fund consisted only of direct
obligations of the United States purchased on original issue. During
each of the fiscal years 1948-50, however, investments included pur-
chases of outstanding obligations of the United States in the open
market.

The par value of the net increase in the investments owned by the
fund during the fiscal year 1950 amounted to $1,415 million. New
securities whose gross purchase price totaled $11,816 million were
acquired through o investment of receipts of the fund and the rein-
vestment of funds made available from the sale or maturity of securi-
ties during the year. Securities, consisting entirely of 2% percent
special certificates of indebtedness, were redeemed during the year at
their par value of $10,401 million. In addition, $300,000 of Treasury
bonds were sold in the open market, providing an additional source of
income to the fund in the form of a profit amounting to $8,933.54.
This profit represents the difference between the proceeds received
at time of sale, after deduction for accrued interest and investment
expenses, and the book value at time of sale.

Of the new securities acquired, $11,816 million were in the form
of special certificates of indebtodness, $1,398 million of which were
redeemed during the ycar and $10,418 million of which mature on
June 30, 1951. These certificates were acquired at par and bear an
interest rate of 2% percent, this rate being determined by the average
rate of interest on the interest-bearing public debt which prevailed
at the end of the month preceding the date of issue of these securities.
The remaining $300,000 of socurities acquired during the fiscal year
were 2% percent Treasury bonds purchased at a premium in the open
market but vielding a higher rate of return than special securities
issuable to the trust fund at the time such marketable issues were
acquired.

The average rate of interest on the interest-bearing public debt,
which determines the intercst rate at which special obligations are
issued to the old-age and survivors insurance trust fund, varies with
changes in the composition of the public debt and with changes in the
particular rates of interest on different classes of securities. During
the fiscal year 1950 the average rate of interest on the public debt
declined slightly. The rate was 2.200 percent on June 30, 1950, as
compared with 2.236 percent on June 30, 1949. Because the rate
oxceeded 2% percent but remained less than 2% percent during the
entire fiscal year, the interest rate on all special issues acquired during
the fiscal year continued to be 2% percent.

STATEMENT OF THE EXPECTED OPERATIONS AND STATUS OF THE TRUST
FUND DURING FISCAL YEARS 195155

The Board of Trustees is required under the provisions of section
201 (b) of the Social Security Act, as amended, to report each year
to the Congress on the expected operations and status of the trust
fund during the next ensuing five fiscal years. The Board is required
to include in the report estimates of both the income and the dis-
bursements of the trust fund in each of the 5 years.

85209—51—3
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The amount of the fund depends on the amount of taxable payrolls
and self-employment income in covered industries, rates of contribu-
tions, and interest earnings of the fund. The disbursements from
the fund depend on the number of persons among those eligible for
benefits who apply for and receive benefits, the amounts of benefit to
which they are entitled on the basis of past earnings, and the mortality
rates among insured workers and bencficiaries. Consequently, both
the income and the disbursements of the fund not only depend on the
legislative provisions, which were amended in 1950 so as to increase
substantially the number of beneficiaries and the level of benefits paid
beginning in fiscal year 1951, but they are also affected by the general
economic conditions.

In this as in previous reports the Board presents two sets of esti-
mates of income and disbursements based on alternative assumptions.
Alternative I shows the effect of assumptions postulating a relatively
high level of economic activity; alternative 1T shows the effect of the
assumption of a somewhat lower level of economic activity,

For both alternative I and alternative II, it is assumed that present
statutory coverage of old-age and survivors insurance will remain
unchanged throughout the period under consideration. The com-
putations of tax income are based on present statutory rates of con-
tribution which are 1% percent each on employer and employee on
wages paid during the calendar years 1950 through 1953 and 2 percent
each during the calendar years 1954 and 1955; and 2% percent on the
taxable income from self-employment in calendar years 1951, 1952,
and 1953 and 3 percent in calendar years 1954 and 1955. The taxable
earnings limit is $3,000 for calendar year 1950 and $3,600 for calendar
year 1951 and thereafter.

The two sets of estimates of the income and disbursements of the
trust fund for each of the five fiscal years 1951 to 1955, together with
the resulting assets of the fund at the beginning and the end of each
year, are presented in table 8. In addition, the figures on actual
experience in fiscal years 1941 to 1950 are shown.

In alternative I it is assumed that employment and earnings will be
maintained at a high level through calendar year 1955. Hourly wage
rates, and therefore weekly earnings and average annual taxable
wages, are assumed to increase not only in accordance with long-time
trends but also because of the impetus of the defense program. The
earnings of the self-employed are assumed to follow a similar pattern.,
Unemployment is assumed to remain at a low level. Benefit disburse-
ments are assumed to increase substantially, primarily because of the
long-range upward trend in the number of beneficiaries, and partly
because of the alternative method of computing benefit amounts
which becomes effective in calendar year 1952.

Under alternative I, aggregate income during the period of five
fiscal years ending in 1955 would amount to $25.2 billion, including
$23.3 billion in contributions and appropriations and $1.9 billion in
interest. Aggregate disbursements for the period would be about
$11.8 billion, with the highest expected annual disbursement about
$2.8 billion. The trust fund at the beginning of the fiscal year 1951
would amount to about 4.5 times the highest expected annual dis-
bursement during the succeeding five ﬁsca% years.

The other set of estimates, alternative II, is based on the assumption
that after 1951 employment and wages will increase less rapidly than
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under alternative I. It isassumed that unemployment will be slightly
higher than under alternative I. As a result, estimated taxable pay-
rolls and earnings of the self-employed in the periods affecting tax
collections during fiscal years 1953-55 and therefore estimated contri-
butions, are lower under alternative II than under alternative I.
Estimated benefit disbursements, on the other hand, increase more
rapidly under alternative I than under alternative I because a larger
number of older workers withdraw from or are unable to find jobs in
covered employment.

The aggregate income of the fund for the five fiscal years 1951-55
under alternative II would amount to $23.3 billion, including $21.5
billion in contributions and appropriations and $1.9 billion in interest.
Aggregate disbursements would be $12.5 billion, with the highest
expected annual disbursement about $3.2 billion. The trust fund
at the beginning of the fiscal year 1951 would amount to about 4.1
times the highest expected annual disbursement during the period.

The 1946 amendments to the Railroad Retirement Act, contained
in Public Law 572, established a system of survivors insurance and,
in effect, amended the survivors insurance system contained in title I1
of the Social Security Act. Under both systems, eligibility for and
the amount of benefits payable to survivors, in general, are based on
an insured worker’s combined earnings record under the two programs.
As a result of this coordination, some survivors are eligible under
old-age and survivors insurance who otherwise would not be eligible;
on the other hand, some survivors who would be eligible under old-age
and survivors insurance instead receive railroad survivors benefits.
In addition, some survivors who in any event would be eligible under
old-age and survivors insurance receive larger benefits. Although no
specific provision is contained in these amendments for the allocation
of costs between the two systems, the legislation provided that, not
later than January 1, 1950, a joint report should be made setting
forth the actual experience under each system and recommending such
legislation as deemed advisable for the equitable distribution, between
the two systems, of the financial burdens arising from awarded
claims.

This report, which has been submitted jointly by the Federal
Security Agency and the Railroad Retirement Board to the Congress,
sets forth the experience under each system for the period January 1,
1947 (the effective date of the survivor-benefit provisions of the 1946
amendments) through June 30, 1949, and contains the following
recommendations:

We are not yet ready to recommend legislative changes providing for an

equitable distribution of the financial burden between the railroad retirement
account and the old-age and survivors insurance trust fund on a permanent
basis; but, on the basis of the results thus far obtained, we recommend the enact-
ment of legislation directing (a) that $1,636,292 be transferred from the old-age
and survivors insurance trust fund to the railroad retirement account, with
interest from March 31, 1948, to the date of the transfer, and (b) that not later
than March 31, 1952, a similar special joint report be made by our two agencies
to the President to be submitted to Congress.
It is believed, however, that the net additional disbursements, if
any, will not constitute a serious drain on the trust fund during the
five fiscal years 1951-55, and no adjustments have been made in the
estimates shown in table 8.
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Public Law 642, enacted June 14, 1948, which amended the defini-
tion of the term “employee’’ as used in the Social Security Act, resulted
in the exclusion from coverage of certain services previously held
covered under title IT of the act. While the amended definition was
made retroactive to August 14, 1935, certain wage credits established
under the former definition remained credited to the individual’s
account. The law authorized an appropriation to the trust fund from
general revenues equal to the total amount of benefits paid and to be
paid under title IL of the Social Security Act, as estimated by the
Federal Security Agency, that would not have been paid had the
amended definition been in effect beginning August 14, 1935. An
estimate was accordingly prepared and submitted to Congress based
on the provisions of the Social Security Act in effect prior to enact-
ment of the 1950 amendments. A revised estimate based on the new
amendments has not yet been prepared and, accordingly, income from
this seurce is excluded from the appropriations shown in table 8.

Included in the 1950 amendments to the Social Security Act are
provisions which will have a substantial immediate effect on benefit
payments. These provisions provide for (1) an increase in benefits
averaging about 77} percent to beneficiaries already on the rolls as
well as increased benefits to all future beneficiaries; (2) more liberal
insured status requirements which made about 675,000 persons, aged
65 or more, immediately eligible for benefits; and (3) the removal of
the work clause entirely for persons at least 75 years of age, making it
possible immediately for about 75,000 persons to receive benefits who
otherwise would not have received them because they were working in
covered employment. Consequently, benefit disbursements during
the five fiscal years 1951-55 will be on a much higher level than the
benefit disbursements previously made.

During the next 5 years, benefit disbursements, like contributions,
will be dependent to a considerable extent upon economic develop-
ments and so will have a considerable range of possible variation.
The number of workers in covered employment, their distribution
among different classes of workers (e. g., older workers, very young
workers, women, workers not previously engaged in covered employ-
ment, ete.), and the level of wages will all have a decided effect upon
the amount of benefit payments to be anticipated.

In general, the larger the volume of employment the larger will be
the number of workers who are insured under the program, and there-
fore the larger will be the number of deaths which will give rise to
valid claims for survivors’ benefits, However, over the short range
the amount paid out for survivors’ benefits will not be affected sig-
nificantly by variations in economic conditions. While favorable
opportunities for employment will operate to increase the number of
insured persons, and hence increase the number of new death claims,
such 2 high employment situation will tend to have counterbalancing
offects such as that of inducing many of the widows and older children
eligible for survivors’ benefits to forego them by working in covered
employment. On balance, the amount paid out for survivors’ bene-
fits over the next few years will differ so little whether the economic
conditions of alternative I or alternative II are assumed that a single
set of estimates is deemed appropriate for both alternatives (table 9).

On the other hand, the lower the level of employment during the
next 5 years, the larger will be the volume of benefit payments to
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retired workers who have attained age 65, and to their eligible depend-
ents. As is indicated in table 10, a considerable proportion of the
workers aged 65 and over who were eligible for old-age (primary)
benefits in the past remained in covered employment (or, if they left
covered employment, later returned to it) and did not receive benefits.
Since fiscal vear 1945, however, this proportion has decreased as the
volume of withdrawals of older workers from covered employment
has increased more rapidly than the growth in the number eligible
for primary benefits. Should the high employment conditions as-
sumed in alternative I materialize, this trend 1s expected to be not
only halted but reversed; a situation similar to that which was ob-
served during the high employment period of World War 1L The
proportion of cligible workers receiving benefits on Januavy 1, 1951
(table 10), is comparatively low because, for a large number of
workers newly eligible as a result of the liberalized insured status
provisions of the 1950 amendments, claims for benefits had been
received but had not yet been completely processed. .

TasLE 8.—Operations of the F ederal old-age and survivors insurance trust fund,
fiscal years 1941-35, subject to the assumptions and lLimilations stated in the

text?!
[In millions}

Transactions during year
. z‘tulr)\(:i_ Income Disbursements - TFund
Fiscal year ginning Net in- gg’ ;'g{?r
of year Appro- Ig&c}‘st Benefit | Admin- | 57204
Total | pria- VoSt Total | pay- | istrative
tions ® | 1 nts ments | expenses|
$744 $688 $56 $91 $64 $27 $653 $2,308
967 896 71 137 110 27 830 3,227
1,218 1,130 87 177 149 27 1,041 4, 268
1,395 1,202 103 217 185 433 1,178 5, 446
1,434 1,310 124 267 240 427 1,167 6, 613
1, 386 1,238 148 358 321 37 1,028 7, 641
1,623 1, 460 163 4066 426 41 1,157 8,798
1,807 1,617 191 559 512 47 1,248 10, 047
1,924 1,694 230 661 607 S 1, 263 131, 310
2, 367 2,110 257 784 727 b7 1, 583 12,893
3,263 2,064 209 | 1,674 1, 600 741 1,580 | 14,482
2 4, 140 3, 827 313 | 2,177 2,100 Yes 1, 963 16, 445
53:
Alternative I__..._ 16,445 | 4,828 4,458 370 | 2,412 2,335 ks 2, 416 18, 861
0 Alternative IT__..| 16,445 | 4,574 4, 208 366 | 2,574 2,491 83 2,000 18, 445
54:
Alternative I___.. 18,861 | 5,816 5,389 427 | 2,639 2, 560 79 3,177 22,038
1 ‘Alternative II___.| 18,445 | 5,244 4,834 410 | 2,902 2,820 82 2,342 20, 787
55:
Alternative I__... 22,038 | 7,198 6, 604 504 | 2,849 2,767 82 4,349 26, 387
Alternative IT_._.| 20,787 | 6, 120 5, 657 463 | 3,167 3,084 83 2,953 23, 740

1In interpreting the estimates in this table, reference should be made to the accompanying text which
describes the underlying assumptions. Estimates were prepared February 1951,

2 Totals shown in thig and other columns do not necessarily equal the sum of rounded components.

3 Include 100 percent of contributions which are automatically appropriated to the trust fund, adjusted
for refunds, and reimburscments equivalent to any additional payments arising from the extension of
survivors insurance protection to certain veterans of World War 11 (Social Security Act Amendments of
1946). Estimated contributions for fiscal years 1051-55 are based on statutory rates.

¢« Represent charges against trust fund in respective fiscal years; administrative expenses, after adjust-
mentlgzg bookkeeping transfers, were about $30,000,000 in fiscal year 1944 and about $29,000,000 in fiscal
year .



18 FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

TABLE 9.— Treasury disbursements for benefit payments, distributed by classification
of beneficiaries, fiscal years 1941-65, subject to the assumptions and limitations
stated in the text 1

[In millions)
Disbursed to survivors of deceased insured
workers
Total | Disburseq | Disbursed Monthly benefits 3
Fiscal year beneflt | to old-nge gg‘ge&eﬁ(‘}:
¥y disburse- benefi- age bene- Lump-
ments 2 clariess | Goro oo Aged | yoiaoweq | sum
claries widows, | 1 COWES pay-
Total 2 |widowers, and ments
pamd. | children
Past disbursements: 4
1941. .. e $64.3 $31.4 $5.3 $15.3 $1.5 $13.8 $12.3
110.3 54.9 9.6 3L.6 4.1 27.6 14.1
149.3 72.4 12.7 47. 5 7.9 39.6 16.7
184, 6 86.8 15.2 63. 6 12.1 515 19.0
230.8 109.1 19.2 85.8 17.7 68.1 25.7
320.5 153.9 27.2 113.4 24,7 88,7 26.0
425.6 219.2 38.4 139.4 33.8 105. 6 28.5
511.7 272.4 47.5 160. 5 43.7 116.8 31.3
607.0 333.0 57.7 184.0 55.6 128.4 32.2
727.8 412.6 71.2 209. 4 69.3 140. 2 34.0
1, 600 966 160 424 141 283 49
2,100 1, 249 211 678 193 386 62
Alternative | 2,335 1,360 231
Alternative 1| 2,491 1,504 251 } 658 25 433 L
54:
Alternative I___ 2, 560 1, 488 251
o5 Jrernative II| 2/g20 1,714 W |} om 266 471 84
55:
Alternative I___ 2,767 1, 597 270
Alternative [1.| 3,084 1873 Mmoo} s 309 507 8

!In interpreting the estimates in this tabhle, reference should be made to tha accompanying text which

describes the underlying assumptions. 1lstimates were propared February 1251,
Totals do not necessarily equal the suin of rounded components.

3 Effective Sept. 1, 1950, under the Social Security Act Amendments of 1950 (1) husband’s and widower’s
insurance benefits becamo payable, and (2) the terms “primary insurance benefit” and “widow’s eurrent
i{lsulrancc benefit” were changed to “old-age insurance benefit’” and “mother’s insurance benefit,” respec-

ively.

¢ Partly estimated.

If the lower employment conditions assumed in alternative IT should
materialize, it is expected that larger proportions of eligible workers will
be obliged to leave covered employment especially at ages 65-69.
Hence, despite a slichtly smaller number of eligible workers, the
number receiving old-age (primary) benefits under alternative IT
would considerably exceed that under alternative I, Moreover, it is
expected that the average old-age (primary) benefit amount payable
under alternative IT would exceed the average under alternative I,
inasmuch as many of the more steadily employed, and therefore higher-
paid, older workers who would not withdraw from covered employment
under the conditions of alternative I would not be employed under the
conditions of alternative II. In consequence, alternative II would
result in a substantially higher volume of benefit payments to old-age
(primary) beneficiaries and their dependents.

Table 10 contains an analysis of workers eligible for old-age
(primary) benefits by age attained as of the middle (January 1) of each
of the fiseal years 1041 through 1955. The growth in the number of
eligible workers aged 65-69 was gradual but uninterrupted during the
years 1941-49, inclusive. This growth resulted partly from the
Increase in the population at these attained ages, but primarily from
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the fact that each passing year a larger proportion of the persons attain-
ing age 65 had fully insured status. In the calendar year 1940, a
worker attaining age 65 would not have been fully insured if he had left
covered employment more than 1} or 2 years previous to his attain-
ment of age 65—for example, due to & permanent disability—but in the
calendar year 1949 numerous persons attaining age 65 were fully
insured even though they left covered employment after reaching
age 59.

TasLe 10.—Wage earnere eligible for and receiving old-age (primary) benefits by
attained age of wage earners, fiscal years 1941-66, subject to the assumptions and
limitations stated in the text !

All wage earners aged 65

Wage earners aged 70 and
and over of

Wage earners aged 6569

Persons receiving Persons receiving Persons receiving
Middle of fiscal year Num- benefits— Num- benefits— Num- benefits—
(Jan. ) ber ber her
felig.[i)ble Proporf- ?ligli)blo Propor- religiblc Propor-
or ben- tion of |for ben- tion of |for ben- tion of
ot | NUZ- | “fotal | efits3 | NAT" | ‘total | eits? Num- | “4otal
number number T | number
eligible eligible eligible
Thous. | Thous. | Pef. Thous. | Thous.| Pct. | Thous.| Thous.| Pct.
548 112 20 376 85 23 172 28 16
67! 200 29 445 134 30 234 66 28
1 260 31 522 153 29 309 107 35
1,016 306 30 608 156 26 408 151 37
1,244 378 30 708 167 24 536 211 39
1,469 518 35 805 212 26 6064 306 46
, 702 43 868 271 31 769 430 56
1,812 875 48 930 325 35 882 550 62
1,991 1,048 53 1, 000 380 38 991 668 67
1950. 2, 163 1, 286 69 1,068 474 44} 1,095 812 74
Estimated future ex-
perience:
195] e ccaen 3,005 1,770 59 | 1,065 720 43 1,340 1,050 78
igfi? _________________ 3,325 2,130 64 1,810 885 49 1,515 1,245 82
531
Alternative I___ 3,755 | 2,360 63 2,000 935 47 1,755 1,425 81
4Altcrnative I 3,730 2, 555 68 1,990 1,085 65 | 1,740 1,470 84
Alternative I___ 4,070 2, 530 62 2,125 955 45| 1,945 1,575 81
Alternative II_. 4,015 2, 800 721 2,095 1,240 59 1, 920 1, 660 86
955:

Alternative I. .. 4,365 | 2,700 62| 2,230 975 44 | 2,135 1,725 81
Alternative II. . 4, 285 3,155 74| 2,185 1,320 60 2,100 1,835 87

1In interpreting the estimates in this tablo reference should be made to the accompanying text which
describes the underlying assurmptions. Estimates were prepared February 1951.
2 Figures for 1941-50 are partly estimated.

The marked increase in the number of workers eligible for benefits
in 1951 is due to the liberalized insured-status provisions of the 1950
amendments to the Social Security Act. Prior to the passage of these
amendments the number of quarters of coverage needed by persons
aged 65 and over to be eligible for benefits decreased with advancing
age. As a result of the 1950 amendments all persons now age 65 or
over, or who will attain age 65 prior to July 1954, will be fully insured
if they have the minimum number of six quarters of coverage.
Consequently, the increase in the number of eligible persons on Jan-
uary 1, 1951, was greatest for the persons in the 65-69 age group.
Although the same factors which contributed to the growth in the
number of eligible persons before 1951 will continue to be operative
after 1950, two new factors will have an even greater effect, namely,
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the liberalized insured-status provisions and the extension of coverage
to new areas of employment. ’

The estimates presented above result in a net increase in the trust
fund during the 5-year period of about $13.5 billion under alternative
I and about $10.8 billion under alternative II. It is entirely possible
under alternative I that the amount of contribution income may be
greater and benefit payments lower than has been estimated. The
total result would be an even greater growth in the trust fund than
is indicated under this alternative. On the other hand, lower contri-
bution and interest income, together with higher benefit payments
than shown under alternative II, would lead to smaller net increases
in the trust fund.

ACTUARIAL STATUS OF THE TRUST FUND

Section 201 (b) of the Social Security Act requires the Board of
Trustees to present each year a statement of the actuarial status of
the trust fund. In the seventh annual report of the Board, new cost
illustrations were presented taking into account the foreseeable
effects of World War IT and the brief postwar period to the date of
that report. In the eighth to tenth reports no essential changes were
made in these cost estimates other than to allow for the new contribu-
tion schedule introduced in the Social Security Act Amendments of
1947.

In view of the striking economic changes due to the war, many of
which have been discussed in some length in previous reports, two
sets of cost illustrations were prepared, one based on “high”’ economic
assumptions (intended to represent close to full employment with
averege annual wages at about the level prevailing in 1944-46), and
the other based on “low” economic assumptions (intended to repre-
sent, on the average, employment conditions similar to those prevail-
ing in 1940-41, combined with the annual wage level prevailing in
1941-42). In view of the postwar level of wage and business activity
and the established national policy of maintaining conditions conducive
to full employment (as embodied in the Employment Act of 1946), it
seemed probable that the actual future experience, on the average,
would be closer to the high economic assumptions than to the low ones
and very likely even above the high economic assumptions.

In 1949-50, the Congress conducted extensive consideration of
social security legislation, resulting in the enactment of the Social
Sccurity Act Amendments of 1950 (Public Law 734, 8lst Cong.),
which was approved by the President on August 28, 1950. The vari-
ous actuarial cost estimates which were made for this legislation were,
in general, based on the same assumptions and methodology as the
cost illustrations in the previous four reports of the Board, except
that only the ‘high’’ economic assumptions were used for the reasons
indicated in the previous paragraph and except that a slightly higher
wage assumption was made. However, just as in the previous reports,
the cost estimates were subdivided into a low cost example and a
high cost example, which indicate the range present due to possible
variations in such factors as mortality, fertility, retirement rates, and
movement between covered and noncovered employment. Assump-
tions as to each of these factors were combined so as to yield cost illus-
trations which indicate both low and high costs possible under reason-
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